Panic 


In 1872 Ulysses S. Grant had demonstrated the depth and strength of the 
ethnocultural loyalties quickened by the Civil War; in 1874 he demon- 
strated their limits. When they ran against Grant, the Liberal Republicans 
had badly misjudged their own ideological appeal. More than that, they 
both overestimated the power of ideology in American politics and mis- 
understood how the Civil War and its aftermath had changed those poli- 
tics. Liberal Republicans had expected one or both of the old parties to 
disappear in 1872, and they thought that voters would coalesce around 
their issues and positions. They were wrong about many things. This was 
one of them.! 

The Liberal Republicans wanted an ideological party in an age when 
American political parties were not ideologically consistent. Both Democrats 
and Republicans comprised voters who spanned the ideological spectrum 
on economic and social issues. Debates over the tariff, the gold standard, 
corporate subsidies and regulation, and the dangers that disparities in 
wealth and power posed to the Republic were constant, usually intelli- 
gent, and widely followed, but positions on these issues were not strictly 
determined by party. Even the tariff, a signature issue of Northeastern 
Republicans, could not have been sustained after 1874 without Democratic 
votes.’ 

Issues were never the whole issue. The Republicans were for an activist 
federal government, a homogeneous citizenry with contract freedom guar- 
anteed by the nation, and government stimulation of the economy. ‘The 
Democrats remained the party of no: they wanted a small federal govern- 
ment, local control, and free trade. ‘These broad general stances, however, 
were inflected by region, and they were only partly what made people 
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Democrats or Republicans. Issues could bring voters to the polls or keep 
them home, but usually they would not lead them to desert one party and 
vote for another. Politics remained as much about identity as issues. 

Both parties depended on associations more primal than ideology or 
promises of honest governance. Nurtured by the blood of the Civil War 
and deep ethnic, religious, and regional loyalties, parties demanded a 
richer diet than principles could provide. The struggle between the Union 
and the Confederacy had invested words like loyalty and treason with 
emotional meanings that carried over into party politics. Native-born 
northern whites were heavily Republican, unless they had been Copper- 
heads during the Civil War; native-born Southern whites were heavily 
Democratic, unless they had been Unionists or were small farmers 
who hated the planter class. African Americans were understandably 
Republican. Catholic immigrants, particularly the urban Irish, were 
Democrats. Protestant evangelicals were overwhelmingly Republican in 
the North, but their zeal for prohibition, Sabbatarian laws, and eradicat- 
ing all but the English language in schools and public life could drive 
some nonevangelical Protestants, particularly Germans, to sit out elec- 
tions or occasionally to vote for the Democrats. Permanently changing 
party was not easy. Once forged, and nourished through upbringing, as- 
sociation, and patronage, party loyalty formed part of a person’s quotidian 
identity. Those who betrayed their party were regarded as lesser men or 
not men at all. Sen. Roscoe Conkling, a leading Republican Stalwart, 
hated the liberals as thoroughly as they despised him. He denigrated their 
manhood, calling them “the man-milliners, the dilettanti, and carpet 
knights of politics.”’ 

Like muscles, party loyalties had to be regularly exercised to remain 
strong. Citizens publicly performed their loyalty in dramatic spectacles, 
from parades to tableaus to meetings designed to stimulate the turnout on 
which electoral victory depended. Voting was public. Each party printed 
its own easily identifiable ballots listing only its own candidates and dis- 
tributed them to voters who deposited them at the polls. Unless sup- 
pressed by violence or laws intended to disenfranchise them, voters turned 
out in consistently high numbers in the late nineteenth century.* 
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National issues centered on Reconstruction roiled politics into the 
early 1870s, but parties and campaigns remained intensely local. The par- 
ties were alliances, and a party’s success often depended on suppressing 
divisive issues, particularly those relating to liquor, religion, and public 
schools, that could blow them apart. National parties, in turn, consisted of 
aggregations of state parties, with only the weakest of central organizations 
to hold them together. In 1872 the Republican National Committee oper- 
ated out of three small rooms in a New York City hotel. The charisma of 
presidential candidates did not unite the parties. American presidential 
candidates seemed to have buried charisma with Lincoln and would not 
disinter it until the end of the century. And even if presidential aspirants 
were more compelling figures, voters considered public campaigning by 
presidential candidates unseemly.’ 

It soon became apparent that Grant did not know what to do with the 
tremendous victory he won in 1872; he alienated many of his friends in an 
attempt to conciliate his enemies, both liberals and Southerners. As he 
awaited his second term, the president spent his time making appoint- 
ments, both major and minor. He tried to accommodate party factions 
and balance state machines. His second cabinet was as undistinguished as 
his first and could not provide worthwhile advice even if Grant had been 
willing to listen to it. The Supreme Court was Grant’s to remake, but his 
appointments, several of which failed either when candidates turned him 
down or the Senate refused to confirm them, were odd. Without any clear 
method or intent, he created a court that would help eviscerate the legis- 
lative base of Reconstruction. He mostly elevated mediocrities to the 
bench, although Morrison Remick Waite, who became Chief Justice 
(succeeding Salmon P. Chase, who died in 1873) was competent, even if 
little known outside of Republican Party circles.° 

Grant dawdled even as political and economic storms gathered. Many 
of the 1872 elections in the South ended up disputed, with clear evidence 
of fraud and corruption involving Southern railroads and Republican 
politics. his was neither edifying nor surprising. ‘The larger scandal, and 
the greater danger, was a belated inheritance from the Lincoln and 
Johnson administrations that had long lain dormant and dangerous.’ 

Charles Dana’s New York Sun broke the Crédit Mobilier scandal in the 
midst of the presidential campaign of 1872. With the Republicans fighting 
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off rumors of corruption, it was not what the party needed. The Sun pro- 
claimed the Crédit Mobilier “The King of Frauds.” It was the king be- 
cause it linked the private corruption of railroad corporations with public 
corruption: “Congressmen who have robbed the people and now support 
the national robber.” The press never did get the financial details straight, 
but they did not have to: congressional attempts to quiet the scandal per- 
versely kept it alive. Reporters could concentrate on the cover-up as 
Congress was forced to investigate.® 

The railroads had come to Congress offering stocks, bonds, and land, 
and politicians had swarmed like flies. The men running the Union 
Pacific had sold stock in the Crédit Mobilier, a construction and finance 
company used to funnel profits to insiders, at below-market prices to in- 
fluential politicians. The scandal implicated the leadership of the Union 
Pacific railroad, including Congressman Oakes Ames, and it snared Schuyler 
Colfax, the sitting vice president of the United States; Congressman 
James A. Garfield, James G. Blaine, the speaker of the House; and a bevy 
of leading senators and representatives. Some would be ruined; most 
would only be tainted. It took a heavy load of scandal to sink a Gilded Age 
politician.’ 

Among the frank, but not particularly wise, defenses offered by Oakes 
Ames was that the gifts of stock were not bribes because bribes were quid 
pro quo while the offers of a chance to buy into the Crédit Mobilier were 
exchanges between friends already willing to do each other favors. The 
stock could not possibly be a bribe, he argued, because its value was beneath 
the going price of a congressional vote. Ames was drawing a distinction 
essential to Gilded Age politics. The Union Pacific and other railroads 
distinguished between their friends and those they had to bribe. ‘Those 
who received Crédit Mobilier stock already counted as friends. Friendship 
was the preferred way of phrasing connections between businessmen and 
politicians. To be a friend, it was not necessary to actually like someone; 
bonds of obligation and reciprocity were sufficient. Corporate leaders had 
many friends in the press, on the courts, and in other businesses, but 
above all they had politicians who were friends. On “being asked the 
secret of political success,” John Morrissey, “prize fighter, professional 
gambler and member of Congress...replied ‘Stick to your friends, and 
be free with your money.” As a lawmaker told reporter George Alfred 
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Townsend, “measures lived or died on friendship.” It was not only good to 
have friends; it was essential.!° 

Friendship was about reciprocity; it was unnecessary and insulting to 
offer a bribe to a friend. Ames’s explanation of the differences between 
bribery and friendship in the exchange of private favors for public goods 
was not particularly helpful in restoring the public’s faith in their repre- 
sentatives. Congress censured Ames, a Republican, for offering bribes 
and James Brooks, the Democratic floor leader, for taking one, but no one 
else was punished and no money was recovered. This made the scandal 
all the more lethal and long-lasting. How could Ames be punished for of 
fering favors for support when no one but Brooks was punished for taking 
them?!! 

The scandals, however, would offer little sustenance to liberals; instead 
they nurtured another reform movement, antimonopolism, that would 
soon loom much larger than liberalism, with which it shared some 
common roots. In the early 1870s antimonopolism was just taking shape 
in the form of Grangerism. Merchants, more than farmers, pushed 
through the first of the railroad laws in the upper Mississippi Valley, but 
the laws regulating railroads were known as the Granger laws in part be- 
cause the Grange—the Patrons of Husbandry—claimed them as their 
own and because liberals like Godkin were eager to portray western rail- 
road regulation as an agrarian attack on property.” 

The Grange began as a farmer’s cooperative movement to raise the 
standards and prosperity of farmers, particularly in the West and South. 
Oliver H. Kelley, who worked for the U.S. Department of Agriculture, 
founded the organization in 1867. Strongest in the Republican heartland 
of Illinois, lowa, Wisconsin, and Minnesota, the Grange grew steadily 
before ballooning in 1873, when 8,667 new chapters raised the total to 
10,029 nationally. There were more than seven hundred thousand mem- 
bers. It was not a movement Republicans could dismiss, but the political 
danger seemed manageable.” 

Grangers divided between a reformist wing and a more conservative one, 
but the Grange itself—containing Republicans, Democrats, and those who 
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urged the formation of a third party—was supposed to be nonpartisan. 
Although it became, in the words of a supporter, “a power which no party 
can afford to ignore,” its adherents maintained their existing party loyalties. 
The Grange advocated education, cooperative purchasing, stores, grain ele- 
vators, and marketing to combat what it saw as railroad monopoly and un- 
conscionable markups by manufacturers and middlemen, which resulted in 
a McCormick reaper that cost $45 being sold at retail for $217 in 1873."* 

Ignatius Donnelly, a prominent Minnesota Republican who had served 
several terms in Congress, became a leader of the Grange’s reformist 
wing, just as he would become a leader in later antimonopoly move- 
ments. He believed that the struggle between the North and South had 
yielded to “the struggle between the East and West”: “It will not be a 
conflict of arms, but of ideas, a contest of interests—a struggle of intelli- 
gence—one side defending itself from the greed of the other.” 

The Grangers gave liberals such as Godkin new nightmares, but the 
antimonopolism of the Grange had its own liberal roots. The Grangers, as 
farmers and consumers, were predictably antitariff, and initially some were 
hard-money men in favor of the gold standard. But Grangers never em- 
braced laissez-faire. ‘They demanded state regulation of railroads and grain 
elevators, and they attacked the banking system as favoring the East.!° 

The men who ran the railroads initially mocked the Grangers’ demand 
for regulation, but gradually they came to dread them. The Central 
Pacific’s chief lobbyist, Richard F'ranchot, wrote Huntington in 1870 that 
Congress was “very much demoralized on R.R. and as scary as the very 
devil and I should not be surprised any day they bolt like a drove of sheep.” 
With the “country press... howling[,]... members are very weak kneed in 
regard to legislation in favor of great monopolies.” Franchot later dis- 
missed increasing congressional opposition to the railroads as a “spasm of 
virtue,” but he was wrong. ‘Three years later Mark Hopkins, one of the 
Associates of the Central Pacific, noted that things had not improved: 
“When we commenced, eleven years ago, Congress and Legislatures 
were gentle steeds. Bless me how they rear and tear now.”"” 
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By 1872 antimonopolists in Congress had halted the granting of new 
federal subsidies to railroad corporations, although efforts to obtain them 
persisted and states and localities continued to give aid. They also began 
a long struggle to scratch back land grants from those railroads that had 
not fulfilled the terms of their grants, and to ensure the repayment of the 
bonds advanced to the Pacific Railway. The Crédit Mobilier scandal, 
ironically, intensified the entwinement of railroad corporations with the 
government. The rise of antimonopoly made it all the more important for 
railroad corporations to have lobbyists in Congress to protect their inter- 
ests. Railroad lobbies grew in size and sophistication. Private corporations 
cultivated influential friends, Roscoe Conkling and James G. Blaine 
being two of the most prominent. Railroads were not always hostile to 
antimonopolist reform. Congress had become a place for corporations to 
compete, and when reform threatened a particular railroad, its competi- 
tors very often used their lobbies to push that reform. In the 1870s Congress 
would become the site of spectacular legislative battles between Tom 
Scott’s Texas and Pacific and the Southern Pacific, whose guiding genius 
was Collis P. Huntington." 

The Democrats had proved feeble opponents in 1872, but by 1873 it ap- 
peared the Republicans did not need enemies; they were perfectly capa- 
ble of inflicting harm on themselves. With the Crédit Mobilier scandal 
already tarring Congress, outgoing congressmen in the Forty-second 
Congress voted an increase in government salaries. A rise in salaries, given 
the inflation of the Civil War years, was justified, but congressmen also 
voted themselves a retroactive raise, raising a public outcry. Scandal, 
public outrage, and the rise of antimonopolism, which threatened to 
divide the Republican Party along east-west lines, were not promising 
signs for Grant and the Republicans. Still, it appeared that Grant could 
ride out these storms. ‘The election had demonstrated the deep support 
Republicans enjoyed in the northern electorate and the power of the 
black vote in the South. Grant had run on a record of peace and prosper- 
ity, and the relative peacefulness of the 1872 election and the country’s 
continuing prosperity put a stiff wind at his back. He and the Republicans 
had reason to believe they could sail away from the approaching storms 
and let them dissipate.!” 

The Crédit Mobilier scandal produced two congressional investigating 
committees—one in the House and one in the Senate—that dominated 
American attention in the spring and summer of 1873 and never let the 
Grant administration find open water. Congress followed the pattern 


18. White, 93-133. 
19. Summers, The Ordeal of the Reunion, 316, 325, 336. 


260 THE REPUBLIC FOR WHICH IT STANDS 


Henry Adams had described earlier in the investigation of Gould’s gold 
corner: “took a quantity of evidence which it dared not probe, and refused 
to analyze.” The trail died out “at the point where any member of the 
Administration became visible.” The Crédit Mobilier investigations indi- 
cated how much was wrong, but Congress did little about it. ‘The Crédit 
Mobilier only deepened Congress’s disrepute.” 

The Republican banker Jay Cooke watched the Crédit Mobilier unfold 
with genuine alarm. Cooke wanted Congress to guarantee Northern 
Pacific bonds just as it had guaranteed those of the Union Pacific and 
Central Pacific. The scandal ended any immediate possibility of that, but 
more critically it frayed the web of friendship that had served him well. 
Although it was sometimes hard to say who was lying in Congress, the 
contradictions, the accusations, and the denials made it clear someone was.”! 

Even at its worst, however, the Crédit Mobilier seemed only a tempest. 
It could harm political careers and end railroad subsidies, but that policy 
was already widely rejected. Its economic consequences seemed to 
threaten only such railroads as the Northern Pacific and Union Pacific, 
which deserved the pain. The prospect of across-the-board economic col- 
lapse posed a far greater danger.” 


Greater storms were already brewing on far shores. American prosperity 
was linked more deeply to Europe than most Americans suspected. What 
happened on one side of the Atlantic would eventually wash up on the 
other. On May 9g, 1873, the stock exchange in Vienna crashed. The finan- 
cial carnage in Vienna spread to Berlin, because Germans had helped 
create the Austrian boom by investing gold that had flowed as reparations 
from Paris to Berlin following the Franco-Prussian War. Germany suf- 
fered when Austria went bust.” 

Gold was one commodity circuit; wheat formed another. It connected 
Vienna to London and ultimately to New York and Chicago and the prai- 
ries beyond. ‘The Austro-Hungarian economy depended on its exports of 
wheat to Britain. Around 1871, however, British grain purchases tilted 
toward North America as the immense investments Americans had made 
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in railroads and western farms took effect. American wheat, produced by 
men such as Dick Garland, poured from the prairies into the grain eleva- 
tors of Chicago, where it was loaded onto rail cars and carried by the great 
trunk lines to the eastern seaboard for export. Additional grain arrived in 
Europe from California by ship. As harvests increased and transportation 
costs fell, American wheat displaced more expensive grain from central 
and Eastern Europe. ‘This endangered Austrian banks, which were heav- 
ily invested in the export trade in cattle and wheat that the Americans 
were undercutting.” 

Few Americans outside of New York’s financial markets initially noted 
the Austrian crash. More noticed the Bank of England’s response. Uncertain 
where panic would strike next, the British sought both to curtail the reck- 
less borrowing that had brought Austria to its knees and to increase the 
gold reserves of the Bank of England. The Old Lady of Threadneedle 
Street raised her discount rates—the amount charged other banks for 
short-term loans —thus effectively raising interest rates across Europe and 
North America. The discount rate jumped from 4 percent at the begin- 
ning of May to 9 percent by November.” 

Investors were already worried about American railroads even before 
the Vienna crash. Nervous Europeans were bad for American railroads. 
Americans funded the bulk of their railroad expansion, but the British, as 
well as the Germans and Dutch, had also invested heavily. ‘UThe Europeans 
were particularly enamored of western railroads, many of which were, as a 
British banking house noted, “wild cat enterprises... Railroads through 
deserts— beginning nowhere and ending nowhere.” The bonded debt of 
American railroads had risen from $416 million in 1867 to $2.23 billion in 
1874. Such numbers were deceptive. Many bonds sold at discount, leaving 
the railroads to repay a debt much larger than the money they received.” 
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Financial numbers were often so many decoys deployed to lure actual 
dollars to their destruction. Railroad promoters manipulated numbers so 
that they proclaimed security and profit to the unwary when the invest- 
ment in question provided neither. As long as investors reinvested the in- 
terest from the railroad bonds in new bonds, the railroads could use new 
investments to pay interest on existing loans. Once worried investors 
could get better and safer returns in England, however, money began to 
flow back across the Atlantic and trouble loomed. The situation looked 
serious in 1872. By 1873 it looked dire. As the usual financial stringency of 
the fall harvest season approached in the summer of 1873, Vienna seemed 
uncomfortably close to New York City. American railroads lacked the rev- 
enue to pay both expenses and interest, and without access to fresh capi- 
tal, they would fall into receivership.” 

The weakness of the railroads threatened the bankers who financed 
them. It particularly endangered Jay Cooke & Company, which had in 
1870 taken on responsibility for financing the Northern Pacific Railroad. 
Cooke initially succeeded in enticing small investors to whom he had 
sold government bonds to put their money in Northern Pacific bonds. He 
also attracted such famous men as Horace Greeley and Henry Ward 
Beecher. But he failed to convince large European houses to market his 
bonds, and the feckless Northern Pacific had soon run up a debt with the 
House of Cooke far beyond what Cooke had told his partners and inves- 
tors he would allow. Cooke had promised to limit his bank’s advances to 
the railroad to $500,000, but by the summer of 1873 they had reached $7 
million. The Northern Pacific was sucking him dry, and its unmarketable 
bonds constituted the only security for its loans.”* 

Cooke’s problems were variants on the problems faced by virtually all 
Western and Southern railroads as well as many in the East and Midwest. 
In the spring of 1873 Huntington registered the strain. He could not sleep, 
consumed by a “nervous unrest.” He was ready to unload the Central 
Pacific, but no one would buy.” 

‘To meet their costs, some railroads resorted to short-term borrowing, 
but although this relieved immediate cash flow problems, it made them 
vulnerable to contraction in the money supply during the predictable 
autumn stringencies in the financial markets when the banks would call 
loans in or fail to renew them. Grant had relied on Secretary of the 
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Treasury George Boutwell to see him through those crises, but now 
Boutwell had returned to the Senate.” 

In 1873 William Richardson was secretary of the Treasury. Although 
Grant had just defeated the Liberal Republicans, who worshipped the 
gold standard, both he and Richardson were susceptible to pressure from 
the hard-money men, who blamed inflation and higher interest rates on 
the flat currency. The debate over flat currency dominated monetary 
policy, but while it took center stage, one of the more bizarre conspiracies 
in American history performed as a kind of sideshow.*! 

In January 1873 Congress voted to demonetize silver, except for minor 
coins. Only Senate and Treasury insiders and William Ralston, the 
California banker, noted the bill’s passage. ‘The United States would issue 
no more silver dollars, keeping only a trade dollar (often called “the China 
dollar”) for commerce with silver-standard countries, which basically 
meant China. Silver would no longer be a legal standard within the 
United States; bimetallism was over. Largely ignored at the time, the law 
would eventually be damned as the “Crime of ’73.” It reverberated through 
American politics for the remainder of the century. 

There was little opposition to the bill’s passage since soft-money men 
regarded silver as just another form of specie and hard-money men wanted 
gold. Only later, when antimonopolists and soft-money advocates recog- 
nized silver as the inflationary option to the gold standard in a deflation- 
ary world, would they retrospectively demonize it and lay responsibility at 
the feet of Eastern and European bankers.” 

There was a Crime of ’73, but Eastern and European bankers were not 
the culprits. They actually wanted the United States to maintain its bi- 
metallism. With the movement of Europe onto the gold standard, a large 
amount of European silver, no longer needed by European treasuries, as 
well as bullion from new discoveries flooded commodity markets, de- 
pressing the price of silver. Eastern bankers, who also held silver, feared a 
rapid fall in silver prices and wanted the U.S. ‘Treasury to purchase silver 
and thus protect the value of their holdings. Like European bankers, the 
last thing they wanted was the demonetization of silver.*? 
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Antimonopolists got the conspirators wrong. In 1873 William Ralston of 
the Bank of California and his colleagues controlled Nevada’s Comstock 
Lode, whose mines provided much of American silver production. As 
Ralston watched Europe go onto the gold standard, he too recognized 
that demonetized European silver would rapidly drop in value, and if the 
U.S. Treasury provided a market, that silver would flood into the United 
States in amounts the ‘Treasury could not absorb. Ralston’s Bank of 
California was seriously overextended. Declining silver prices would pro- 
voke a run on Comstock mining stocks, which could destroy the bank. He 
accepted that U.S. silver prices would fall; he wanted to cushion the fall 
and create alternate markets for his silver.** 

Ralston shared financial interests in the Comstock with Sen. William 
Stewart of Nevada, and he helped to finance Stewart’s campaigns. He 
conspired with Stewart and a small group of senators to push the passage 
of the Coinage Act, which on the surface seemed a mortal blow to his 
interests. In fact, it struck a delicate and clever balance. The act demon- 
etized silver, thus preventing a rush of European silver into American 
markets, but it also created a government market for American silver by 
authorizing silver trade dollars to be used in the China trade. These would 
be produced at the San Francisco Mint, giving Comstock silver an im- 
mense price advantage over silver that had to be shipped from Europe. 
The act killed two birds with one stone, discouraging European imports 
while creating a protected market for American silver. It gave Ralston a 
final gift by eliminating the coinage fee that those who sold gold and silver 
to the mint had to pay to get their bullion converted to coin. 

Henry Linderman, who had headed the Philadelphia Mint and had 
great influence in the Treasury Department, essentially wrote the Coinage 
Act. Ralston paid him well for his efforts in drafting the bill and shepherd- 
ing it through Congress. Most members of Congress regarded the bill as 
a relatively innocuous tidying up of currency issues. It attracted little op- 
position. It was all part of the “inwardness”—the word Americans com- 
monly used to describe events different from what they appeared to be on 
the surface—of nineteenth-century politics. Ralston’s lobbying success 
ultimately did him no good. The Panic of 1873 overwhelmed him. He 
drowned in San Francisco Bay in 1875, a possible suicide.” 

The Panic of 1873 was the financial crisis that erupted in the United 
States in the fall. Secretary Richardson responded timidly. He released 
some greenbacks, but mostly he substituted gold standard homilies for the 
cash Cooke and other bankers and financiers were desperately trying to 
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raise. “Confidence,” Richardson said, “was to be entirely restored only by 
the slow cautious process of gaining better knowledge of true values...and 
by conducting business on a firmer basis, with less inflation and more 
regard to real soundness and intrinsic values.”*° 

Panic in Europe, scandal in the United States, and a tightening money 
market left the Northern Pacific and other railroads adrift in stormy finan- 
cial seas. ‘he Crédit Mobilier affair made further subsidies unlikely and 
bond guarantees unimaginable. Only the most trusting and desperate 
would invest in railroads that insiders plundered, unless, of course, they 
planned to become plunderers, too. As attacks from rivals made it even 
harder for Jay Cooke to sell bonds, Cooke became a desperate man. His 
need to sustain the Northern Pacific Railroad led him to the Freedman’s 
Bank.*’ 

The Freedman’s Bank was not a government institution, although 
some freedmen were led to believe that it was. It was a congressionally 
chartered savings bank promoted by men closely associated with the 
Freedmen’s Bureau. It owed its growth to the government’s refusal to re- 
distribute land to the freedpeople. Agents of the bank and the Freedmen’s 
Bureau had convinced many ex-slaves that by depositing their meager 
savings from military service, wages, or sharecropping in a Freedman’s 
Bank, they could eventually buy land. Like their white working-class con- 
temporaries, the freedpeople were great savers. ‘he American saving rate 
was staggering, an estimated 24 percent of the gross national product by 
the 1870s. In all, approximately a hundred thousand freedpeople en- 
trusted some $50 million to the bank between 1865 and 1874.8 

Jay Cooke, a former abolitionist, became involved in the Freedman’s 
Bank through his brother Henry. William Dean Howells had as a young 
man enjoyed working with Henry Cooke, whom he considered the “easi- 
est of easy gentlemen.” Cooke gave Howells very bad advice, which 
Howells considered good advice. (Making bad advice seem good was 
Henry Cooke’s great talent.) “Never,” he told Howells, “write anything 
you would be ashamed to read to a woman.” Howells’s “preference of 
decency” would mark his writing, and, as a result, much of the world he 
actually lived in vanished from his pages. What he refused to write about 
hurt his standing among his contemporaries. It hurts his reputation still. 
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Henry Cooke, as reluctant as he was to talk indecently, was more than 
ready to act indecently when his interests required.*” 

After Henry came onto the board of the Freedman’s Bank, he played a 
major role in investing its deposits. Seeking returns higher than the going 
rate on government bonds, Henry secured a change in the charter, turn- 
ing the savings bank into an investment bank, which could make riskier 
investments. He moved funds into transcontinental railroad bonds. ‘The 
bank also made dubious loans to political insiders whose security was 
often virtually worthless but whose influence the Cookes valued. As Jay 
Cooke & Company ran into trouble, the Freedman’s Bank purchased 
some of its worst assets. Eventually, Henry transferred Freedman’s Bank 
deposits to Jay Cooke & Company, allowing his brother to pay less inter- 
est for the money than the interest the Freedman’s Bank was paying to 
the depositors. Finally, Henry loaned Freedman’s Bank funds to Jay 
Cooke & Company, taking the Northern Pacific bonds that his brother 
could not sell as collateral. Not for the last time, the poorest of Americans 
were about to fall victim to the greed, bad judgment, and ambition of the 
richest.” 

On September 18, 1873 —another Black Friday and only a few days after 
Jay Cooke had entertained Grant at his estate outside Philadelphia—the 
New York branch of Jay Cooke & Company shut its doors. The other 
branches followed, triggering the Panic of 1873. If Cooke could fail, 
anyone could. Depositors rushed to withdraw savings. On September 20, 
the New York Stock Exchange closed for the first time in its history. Banks 
called in loans, businesses collapsed, and the United States slid into a 
depression, which would last until 1879. At the end of September, 
Huntington of the Central Pacific, overwhelmed by work and worry, 
wrote simply: “I stay in my office not knowing just what to do.” The federal 
response was tepid and inadequate: the Treasury bought bonds to inject 
greenbacks into the system and then began reissuing a limited number of 
greenbacks to inflate the currency. It proved too little, too late.*! 

As they had in good times, the railroads led the way in bad times. They 
carried the economy over a cliff. The press labeled the Panic of 1873 a 
railroad depression. ‘Twenty-five railroads defaulted on their debts in the 
first few months after the crash. Seventy-one followed in 1874 and another 
twenty-five in 1875. By 1876 roughly half of the railroad companies had 
gone into receivership. Railroad stocks lost 60 percent of their value 
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between 1873 and 1878. By 1876 receivers appointed by the courts controlled 
half the railroad mileage in the country. American iron foundries, whose 
main market was the railways, also suffered. Half had closed within a little 
more than a year of the crash. 

The country was littered with bankrupt and derelict lines; others sur- 
vived only through the mercy of creditors. Scott’s Texas Pacific went into 
receivership, as did Huntington’s Chesapeake and Ohio. Important New 
York banks realized that because bankers had hypothecated the Central 
Pacific’s securities repeatedly, they were effectively worthless as collateral. 
It was better to strike a deal with the Central Pacific; otherwise the chain 
of debt would choke even more banks. Jay Gould scavenged the Union 
Pacific, saving it from bankruptcy and setting up what would eventually 
become one of his biggest financial killings.” 

Reliable statistics on the scale of the downturn do not exist. It appears 
that the loss in industrial output—around 10 percent—may have been 
less than in both earlier and later depressions, and agricultural output 
may have declined little or not at all, but these numbers conceal a deeper 
problem that would plague the economy for the remainder of the cen- 
tury. Because farmers responded to lower prices by producing more, agri- 
cultural output did not shrink. But more crops on the market led to falling 
prices and deflation, which meant the farmers would pay back the cheap 
dollars they had borrowed with more expensive dollars. Here was fuel for 
agricultural rebellion. A similar situation confronted railroads and other 
industries with high fixed costs. Needing to pay back money they had bor- 
rowed and invested in plants and machinery, they continued to produce, 
even with prices falling. As the economist Arthur Hadley would later ex- 
plain, in the case of railroads, the necessity to pay fixed costs meant that if 
a railroad took freight at $0.11 cents a ton that cost it $0.25 to handle, it lost 
$0.14 a ton. But if $0.15 of the $.25 cents it cost to haul the freight was 
fixed—interest and maintenance—then the railroad lost even more 
($0.15) on a ton if it refused to take traffic at a loss. Output, and gross do- 
mestic product, could remain remarkably high even as incomes and prof 
its fell and labor suffered.* 
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Financial numbers may have been deceptive, but the suffering was 
quite real. There were 5,183 bankruptcies in 1873, and the Panic did not 
really take hold until October. In 1878, the last full year of the depression 
by the usual measures, there were 10,478. The Society for Improving the 
Condition of the Poor estimated that 25 percent of New York City’s work- 
ers were unemployed during the winter following the Panic. The next 
winter, their estimate was one-third. In his memoirs, Samuel Gompers, 
then a young immigrant cigar maker in New York City, remembered 
thousands walking the streets in search of work during a winter of appall- 
ing misery. ‘I'he family of a man he worked with was reduced to eating 
their pet dog. Although some scholars think the depression eased as early 
as 1876, by standard measures it took until March 1879 for the economy to 
hit bottom and begin to rise. The sixty-five-month contraction was the 
longest in American history.” 

Americans had entered a period of radical economic and political in- 
stability that they were ill prepared to understand. Although the signs of fun- 
damental changes had appeared well before 1873, the economic rhythms 
of free labor had still seemed dominant in the years following war. 
Independent production on Northern and Western farms had thrived; 
workingmen had risen from wage labor to start small businesses, and re- 
tailing was still a domain of small shops and stores. Experts had noticed 
that the fastest-growing part of the population consisted of wageworkers, 
but this had not yet destroyed the general conception that the arc of a 
working life led to independence. When the Panic of 1873 struck, not only 
did many of these wageworkers lose their jobs, but independent producers 
also failed and were thrown into the ranks of laborers. 

Unemployment was a relatively new phenomenon, an artifact of the 
rise of industrial America where large gains in productivity often came at 
the expense of economic security. The word unemployment took on its 
modern meaning of being without work and seeking a wage-paying job 
only within a dominant wage-labor system where the wageworkers lacked 
the opportunity to retreat to the countryside to engage in independent 
agricultural production during downturns. Unemployment, in the sense 
of being without work through no fault of one’s own, marked a shift in 
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moral and social universes as well as economic. Americans had previously 
attributed lack of work to individual causes—laziness or disability—but 
unemployment involved a structural shift. People looking for employ- 
ment could not find it, and they lacked access to land or other resources 
to employ themselves. Unemployment became the engine driving a train 
of social problems: homelessness, malnutrition, crime, and illness.* 

In 1878 Massachusetts, the nation’s bastion of wage labor, made a sys- 
tematic attempt to determine the rate of unemployment. The state had 
three hundred thousand workers in manufacturing, and by 1875 70 per- 
cent of males and nearly all women employed outside the home worked 
for wages. Unable to cope with competition from the Midwest, the 
number of farmers plunged from 60 percent of the workforce in 1820 to 13 
percent by 1870.* 

Counting the unemployed had significant ideological implications. 
Carroll Wright, a disciple of Francis Walker and a leading statistician in 
his own right, led the effort, which found only twenty-two thousand un- 
employed in Massachusetts. He regarded the result as a refutation of the 
“croakers” who claimed three million unemployed in the United States 
and a quarter of a million in Massachusetts. But Wright’s figures con- 
cealed as much as they revealed. He did not count women; nor did he 
count children under eighteen, a substantial part of the workforce. For 
Wright, not everyone thrown out of work by the depression qualified as 
unemployed. Those whom he considered not actively looking for work, 
not looking hard enough for work, or unwilling to accept cuts in wages 
did not count as unemployed. Neither did beggars or those too sick to 
work regularly. ‘The goal in whittling down the number of unemployed 
was to buttress the belief that work and opportunity were still available for 
those who sought them.* 

If Wright’s figures were revised to include all workers thrown out of 
work during the depression of the 1870s, it would appear that the unem- 
ployment rate was more than 15 percent in 1878. More significantly, well 
above 30 percent of the workforce was unemployed for at least a hundred 
days during part of the year. Even in good times, seasonal unemployment 
was a reality for many workers. Regular spells of unemployment had 
become normal. They became markers of working-class identity.” 

As workers came to expect extended layofts—less frequent in good 
times, more frequent in bad—they sought remedies. They struggled to 
keep the wolf from the door. Workers accumulated savings for hard times 
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by putting children out to work, taking in boarders, and cutting consump- 
tion. In 1872, for example, Tim Harrington of Newburyport, Massachusetts, 
put his wife and children out to work and bought only the family’s flour 
from his own salary, saving the rest. In effect, families like Harrington’s 
mortgaged their children’s future to create a safety net. All of this amounted 
to a kind of self-insurance against inevitable economic downturns, but, as 
a Massachusetts furniture polisher reported at the end of the depression, 
unemployment made saving difficult. To save $100 over the course of a 
year—the amount he considered necessary to accumulate a compe- 
tence —a family of three had to earn $12 a week for fifty-two weeks. But if 
a man was “idle a couple of months, or sick: what is going to become of 
the family?” 

When they exhausted their savings, workers resorted to extended family 
and neighbors, and then to local merchants and landlords, who would ad- 
vance them credit. Only when these failed would they seek aid, and then 
reluctantly, from churches, charities, Industrial Aid Societies, unions, and 
local relief committees. Workers looked for aid only when desperate, re- 
ceived aid only when deemed worthy, and got, at most, a pittance.”! 

When all else failed, families broke apart, sometimes temporarily, 
sometimes permanently. One of the distinguishing characteristics of the 
American working class was its mobility, but greater physical mobility no 
longer translated easily into increased social mobility. ‘The data remain 
partial and localized, but it appears that both workers’ ability to move to 
better jobs and the speed at which they did so declined between 1850 and 
1880. In Newburyport, Massachusetts, the locale of one of the earliest and 
most influential studies, fewer than 5 percent of unskilled workers rose 
into the middle class, and only slightly more became skilled workers. 
Between 75 and 80 percent of them remained where they began, as un- 
skilled laborers. These figures were worse for immigrants, who formed a 
rising proportion of unskilled labor, but social mobility for native-born 
workers, who dominated the ranks of the skilled, also declined. What the 
country did add were masses of men moving around the nation in the 
1870s. Americans created a new meaning for an old word: tramp. It had 
meant a walking expedition, or during the Civil War a toilsome march, 
but now it meant someone “with no visible means of support.” 
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Tramps, unemployed men defined by their homelessness, became 
symbols of the changes sweeping the American economy. Some tramps 
were criminals; many found it necessary to beg; but during hard times the 
vast majority were workers, largely young men, who took to the roads in 
search of jobs. Their numbers swelled during the depression of the 1870s, 
fell when the depression ended, and rose once more when the economy 
faltered again between 1882 and 1885. In some trades tramping was a stage 
of life. Thomas Edison was, for a period, a tramp mechanic.”’ 

The New York Times saw tramps as expressions of primal sloth and sav- 
agery or as relics of Civil War camp life, and the terms for tramps and 
bums came out of the war; but poets were more perceptive. The numbers 
of tramps struck Walt Whitman as an omen of American decline: “If the 
United States, like the countries of the Old World, are also to grow vast 
crops of poor, desperate, dissatisfied, nomadic, miserably-waged popula- 
tions such as we see looming upon us of late years —steadily, even if slowly, 
eating into us like a cancer of lungs or stomach—then our republican 
experiment, notwithstanding all its surface successes, is at heart an un- 
healthy failure.””* 

‘Tramps were often met with fear and abuse, hounded out of towns, im- 
prisoned for vagrancy, beaten by local authorities. But there was, particu- 
larly in the Midwest and West, a subset of tramps—hoboes—who were 
seasonal laborers integral to regional economies. ‘These were the gandy- 
dancers, who laid and repaired railroad tracks from spring through fall; 
loggers; harvest hands; ice cutters; and more. Inured to a labor market that 
offered them only temporary and often dangerous work, they adjusted by 
working just enough to get the money they needed to survive the winter 
and begin the cycle again. For some, it was a stage of life. For others it 
became their life, which too often was rough, brutal, and short.” 

The tramps, the urban unemployed, and business failures became vis- 
ible social sores, the signs of an underlying disease that seemed to be de- 
stroying free labor’s promise. With the onset of the depression in 1873, 
Americans had entered what economists have come to call the long 
depression of the late nineteenth century. It was marked by deflation, 
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downward pressure on wages, declining returns on capital, and wild fluc- 
tuations in farm income. The combination of the inflation of the 1860s 
and the depression of the 1870s registered statistically—although these 
statistics are often indirectly derived and crude—in declines in per capita 
real income between 1860 and 1880, with the losses during the Civil War 
years and the depression years wiping out the gains of the postwar boom. 
In 1880, at the end of the depression, unskilled workers were worse off 
than they had been twenty years earlier at the beginning of the Civil War. 
This was not the anticipated outcome of the triumph of free labor and 
contract freedom.” 

Statistics on nineteenth-century growth are shaky, but the most relia- 
ble indicate that even though the United States grew faster than Europe 
between 1870 and 1913—with the most rapid and sustained growth 
coming after 1897—its growth rate was very similar to those of other 
British settler colonies: Canada, New Zealand, and Australia. The 
American growth rate after 1870 was actually lower than it had been 
between 1820 and 1870. In part the American economy was growing 
because the United States was growing. Its population would double 
from 31.4 million to 62.9 million in the thirty years following 1860. The 
United States grew steadily but, at least compared with nations that in- 
dustrialized in the twentieth and twenty-first centuries, unspectacularly 
over the course of the nineteenth century. Growth in real GNP has been 
estimated at about 4 percent over the course of the century. Much of it 
arose from investment in capital goods: farms, factories, machines, and 
railroads. This growth was far from even and between the end of the 
Civil War and 1900 growth was far less than 4 percent, with the economy 
often slipping into recession or depression.” 

Because so much of the growth came from capital rather than con- 
sumer goods, the economy did not gain as much as it would have from 
increased consumption. Nor did growth automatically yield greater prof 
its for businesses. As prices fell and deflation took hold following the Civil 
War, profit margins were tighter, and with their capital sunk into factories, 
machinery, and infrastructure, businesses had less liquidity to confront 
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crises. The squeeze on profits and the failure to sustain pools to raise 
prices led to attempts to cut labor costs to ensure profit, but this would be 
easier said than done.”* 


U 


The political ramifications of the Panic of 1873 fell hardest on the 
Republican Party. The second Grant administration became synonymous 
with both scandal and economic failure. Investigators uncovered the 
Whiskey Ring and the Indian Ring, which involved fraudulent contracts 
on Indian reservations. ‘There was more. John D. Sanborn, a protégé of 
Benjamin Butler, secured a contract to collect taxes due the government, 
but government investigators had already determined the amount due 
and collected the necessary evidence to secure payment. Sanborn merely 
secured the checks from the delinquent taxpayers, deducted more than 
half as his fee, and forwarded the rest to the treasury. Butler probably 
shared in the proceeds.” 

The Panic of 1873 brought the Republicans to their knees, but given 
party loyalties, they might have survived all of this except for their reaction 
to the Panic. Much of the initial press reaction to Black Friday was san- 
guine. A speculative bubble, much like Gould’s attempt to corner gold, 
had burst; things would soon be put right. When it became clear that the 
Panic would have serious effects, Americans debated what to do accord- 
ing to terms set by the 1860s. The issue was hard-money versus soft-money. 
The House of Representatives faced endless currency bills introduced by 
its members.” 

Because the Republicans controlled Congress in the wake of the 1872 
elections, the most important debate raged between gold-standard 
Republicans, mostly from the Northeast, and soft-money Republicans, 
largely from the Midwest, who had allies in greenback Democrats. ‘The 
Forty-third Congress, which convened in December 1873, was the first to 
reflect the new demographic dominance of the Midwest. The nation’s 
population growth had added fifty seats to the House, giving the Midwest 
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the largest delegation. From 1876 into the early twentieth century, Ohio 
produced presidential candidates the way Georgia produced peaches.*! 

In early 1874 Congress passed the so-called Inflation Bill with comfort- 
able Republican majorities. It was a modest victory for soft-money men, 
but it added only $64 million to the currency. The figure included the 
greenbacks that Richardson had already reissued, and most of the rest of 
the additional currency would be in banknotes. Liberals, bankers, eastern 
merchants, and the respectable Protestant clergy responded in horror. 
John Murray Forbes, president of the Chicago, Burlington and Quincy 
Railroad, got the American Social Science Association to publish a new 
weekly, the Financial Record, to proselytize for the gold standard and 
oppose the Inflation Bill. Its contributors included leading liberals such as 
Francis Walker and a young Yale professor, William Graham Sumner.” 

When Grant vetoed the bill, the liberals rejoiced. Men who had spent 
years vilifying the president now praised him. Grant’s principles were 
often at war with his politics and personal loyalties, and it was hard to tell 
which would triumph at any given moment. This time, his hard-money 
tendencies and desire to lure dissident liberals back to the Republican 
Party won out over the political appeal of soft money. Even though the 
Republicans passed additional legislation providing an even smaller addi- 
tion to money supply, the veto was a political disaster.” 

Rarely has an American political party suffered a defeat on the scale 
that the Republican Party did in the congressional elections of 1874. In 
the House they went from a 70 percent majority to a 37 percent minority 
in a single election. The Republicans lost in the South, but the more 
critical losses were in the Midwest and Mid-Atlantic states. Northern 
Republicans did not become Democrats; instead they voted for indepen- 
dents or stayed at home on Election Day. Republicans had not simply 
failed to meet the economic crisis, they had raised hopes only to have 
Grant dash them. Democrats could, and did, attack the Republicans as 
tools of rich Northeastern bankers and merchants. In the South, white 
Democrats laid economic disaster at the feet of the Republicans. The 
Senate served as a Republican firewall both because only a third of its 
seats were up for election in 1874 and because every new state of the West, 
though electing few representatives, had the same number of senators as 
the more populous states east of the 100th meridian. The states west of the 
Missouri River had twelve senators; in 1875 eleven were Republicans. The 
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election ushered in an era of divided government and rough parity be- 
tween the parties. Until 1897 the same party would control the House, the 
Senate, and the presidency for only four years. 

The defection of antimonopolists within the Republican Party hurt the 
Republicans in the North, particularly since they were simultaneously 
faced with the resurgence of the Democratic Redeemers in the South. 
Grant’s veto drove many Illinois antimonopolists temporarily from the 
party; they voted for independents and a third party, the Greenbackers. 
Antimonopolists dominated the Illinois legislature without dominating 
either major party. The Republican Chicago Tribune compared the advo- 
cates of flat currency to the Paris Commune; the Illinois State Register, 
the leading Democratic newspaper, described them as “Inflationists and 
Lunatics.” But the “Inflationists and Lunatics” were, as hard-money men 
admitted, the majority of the American people.” 

Antimonopolism was not inherently racist; there were black antimo- 
nopolists in the South and interracial antimonopoly movements would 
emerge, but antimonopolism was vulnerable to racial scapegoating. 
Western antimonopolists grew more Sinophobic in the 1870s in the face 
of Chinese immigration. They and northern antimonopolists in the 
Democratic Party became sympathetic to a virulently racist strain of 
antimonopolism that led white Southern farmers to ally with far more 
conservative Southern Redeemers on the basis of white supremacy. 
Antimonopolists within the Democratic Party buttressed their party’s op- 
position to Reconstruction. 

Henry George, emerging as the country’s leading antimonopolist intel- 
lectual and a Democrat, demonstrated how this worked. George cast 
black men in the South and Chinese in the West as tools of the corpora- 
tions and the rich, and as threats to white manhood. Campaigning for the 
Democrats in California in 1876, George drew the parallels. 


Imagine our Chinese population increased until it equaled or exceeded 
in number the whites. Imagine them all voters. Place in thought in the 
gubernatorial chair a canting hypocrite from the East, elected by 
Chinese votes, and holding office only to make as much out of it as he 
could before leaving the country. Fill up your legislature with Chinamen, 
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Eastern adventurers, and whites from the Barbary Coast. Imagine 
Chinese militia, Chinese policemen, Chinese judges and Chinese 
school directors. Imagine the debt of the state run up at forty or fifty mil- 
lions of dollars, every public fund squandered in the most shameless 
corruption. ...Gentlemen do you think that California in this condition 
would be a peaceful state?” 


George took the Redeemers’ rhetoric of the South, substituted Chinese 
for black people, and let his audience draw their own conclusions. 

By the time George made these analogies in 1876, the Southern attack 
on Reconstruction had regained its vigor after the setbacks of 1872. During 
the 1872 election both Southern Republicans and moderate Democrats, 
many of them ex-Whigs who advocated a “New Departure,” had based 
their hopes on continued prosperity. ‘They had accepted government in- 
tervention in the economy, aid to corporations, and the reality of black 
suffrage. Advocates of “New Departure” rejected the “White Line” policy 
of the white supremacists, who sought to make the Democratic Party a 
white man’s party bent on uprooting the economic and political accom- 
plishments of Reconstruction. The Panic of 1873 undercut both Republicans 
and moderate Democrats and fed a resurgent white supremacy. Prosperity 
faded as cotton prices fell nearly 50 percent between 1872 and 1877. ‘Taxes 
on farmers, both large and small, felt particularly onerous, and farmers 
united in their demand for retrenchment in government and the overthrow 
of the Republicans.” 

The Republican economic program became a liability, and Democrats 
abandoned the “New Departure.” White supremacy became the glue that 
held the Democratic Party together. By the end of 1873 Tennessee, Georgia, 
and Virginia had reverted to complete Democratic control. In addition, 
resurgent Democrats had reclaimed parts of the state governments every- 
where but in Arkansas, Louisiana, Mississippi, and South Carolina. 

Monopolists had their fingers up to the political winds. They had coop- 
erated with the Radicals; now they supported the “redeemers.” ‘Tom Scott 
was always a pretty dependable guide to which way the wind was blowing; 
he adjusted his sails to capitalize on both a resurgent white supremacy in 
the South and the rise of antimonopolism there. Both could support his 
interests. Scott made peace with the Southern “redeemers.”” 
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Scott had reorganized his railroad interests by creating the Southern 
Railway Security Company in 1871. It was a holding company, a relatively 
recent invention by which one corporation controlled the stock of many 
other corporations. A holding company made consolidation much easier 
since it did not require the time-consuming and difficult legal merger of 
the various roads, and a holding company bore none of the legal respon- 
sibilities to the public of a nineteenth-century corporation. ‘The Southern 
Railway Security Company controlled a new railway system stretching 
from Baltimore to Atlanta. Bribing when necessary, illegally enticing traf 
fic, buying out its constituent roads, and controlling newspapers and thus 
publicity, the Southern Railway Security Company slowly drove down its 
rival, the Seaboard Inland Air Line.” 

Scott, once denounced as a carpetbagger, made the company a vehicle 
for white supremacy. He cultivated Democratic political allies by hiring 
Southern white labor and contracting black convicts, while limiting his 
use of free black labor. Southerners joined the boards of his railroads and 
helped Scott reorganize the Southern transportation system into a pump 
that drew cotton, tobacco, timber, and other raw materials from the South 
for northern and world markets. Scott’s bargain with white supremacy did 
more for him than for the Southern economy. The South remained the 
poorest and most backward part of the United States for the remainder of 
the century.” 

Scott, the monopolist, recruited men who ideologically should have 
been his enemies. Antimonopolists came into office opposed to corporate 
subsidies and full of regional resentments, but he knew that regional re- 
sentments could be played upon for the benefit of the Texas and Pacific. 
He moved away from the cultivation of individual lobbyists—strikers, as 
they were called—and created instead a modern congressional lobby 
under his direct control. He played on Southern resentment to work for 
the extension of federal credit to finish the Texas and Pacific. He made it 
a matter of justice for the South and a cure for the transcontinental mo- 
nopoly held by the Central Pacific and the Union Pacific. Huntington, 
pushing the rival Southern Pacific from the west, organized his own lobby 
and raised the banner of antisubsidy to oppose Scott and attract Western 
antimonopolists. That Scott enlisted Southern antimonopolists on his 
side and that Huntington, a man who had reaped immense subsidies, 
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recruited northern and western antisubsidy congressmen spoke to the 
adaptability of American politics and the complexity of reform.” 

The White Line strategy, however, also presented problems for the 
Democrats. In large swaths of the Deep South, Republicans could win 
with black votes alone. With free and honest elections, Louisiana, 
Mississippi, South Carolina, and Florida promised to remain largely 
Republican. The Democrats’ solution was a return to violence. ‘This time, 
however, the violence would be calibrated: enough to repress black 
people but not so much as to invite Northern intervention. The federal 
government had made the Democratic strategy possible by reducing its 
own capacity to suppress terror. The number of federal troops stationed in 
Louisiana had dropped to only 421 in 1872.” 

The Red River Country became the flashpoint of racial conflict in 
Louisiana and in the nation. The black Henry Adams, discharged from 
the army and living in and around Shreveport, recorded the toll in almost 
pointillist detail. Individual outrages accumulated into a larger pattern of 
terror. Like other ex-soldiers, Adams was feared and hated by local whites 
for helping tenants with their contracts and standing up to white nightrid- 
ers. Adams served on the Shreveport Louisiana grand jury in 1873 and 
helped form “the Council” or “the Committee,” a secret intelligence- 
gathering body that functioned in the area. Its members used only their 
first names; their meetings were secret; and neither politicians nor preach- 
ers could belong. The committee kept a record of Southern violence in 
Louisiana and other states. Numbered, dated, with names and places, 
every entry was brief and matter-of-fact. The killings were sometimes 
black-on-black or white-on-white, but mostly white people murdered 
black people. The enumerated murders and beatings ran to 683.” 

Strung together, parish by parish, the list of dead and maimed was 
almost Homeric. Caddo Parish: 


Donahoue, colored, was killed by a white man on Nick Marchu’s place, 
in the year 1873. Miss Delia Young, beat and severly whipped by James 
Robinson (white) on Hayne’s place...and also all her crop taken from 
her in the year 1872. Margaret Bates, badly whipped by John Brown, a 
white man on Levee Bend plantation, in the year 1873. Henry Hard 
(colored) killed by a white man, in the year 1874. Dick, a colored man, 
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was killed by a white man in the year 1874. Fred, a colored man, killed 
by being burnt up at the stake, on Joe Bealey’s place, in the year 1872. 


And on, and on, and on. Henry Adams was a man brave beyond all reason, 
but with the eruption of the White Leagues in 1874, he lost faith that 
black people could live freely among white people in the South.” 

The explosion came at Colfax, a new settlement named after Schuyler 
Colfax, Grant’s vice president. It was the seat of Grant Parish (as counties 
are called in Louisiana), created after the Civil War and named for the 
president. Colfax embodied both the slave legacy of the Old South and 
the as-yet-notfully-realized possibilities of the Reconstruction South. 
Located on the plantation of William Calhoun, Colfax in 1873 consisted 
of a steamboat landing, a courthouse, a school, a store, and some ware- 
houses. Nearby were the cabins of an old slave quarters. Calhoun, who 
had developed a hunchback from a childhood accident, was the son of a 
man rumored to have been the inspiration for Simon Legree in Uncle 
Tom’s Cabin. William Calhoun, however, had become a scalawag and a 
Republican officeholder. He lived with, and might have been married to, 
a mixed-race woman, Olivia Williams. They had children. Calhoun had 
sold land to freedmen and helped them establish a school. The freedmen 
around Colfax were assertive. There were ex-soldiers among them, and 
they had organized as part of the Louisiana militia.” 

In the wake of the 1872 elections, competing groups of officeholders laid 
claim to the Colfax courthouse. In April 1873 the Radicals were in control 
when about 140 whites, well-armed and equipped with an artillery piece, 
marched on the town. Some were Confederate veterans, at least one was a 
Union veteran, and others had been too young to fight in the Civil War. 
The Knights of the White Camellia and a group called the “Old Time Ku 
Klux Klan” had helped organize the attackers, who had murdered blacks on 
their approach. The black defenders of Colfax were more numerous, but 
they were short of ammunition. On Easter Sunday the attackers over- 
whelmed them, set the courthouse on fire, and forced them to surrender. 
People on each side knew each other; what followed was personal as well as 
political. Whites lined up their prisoners and then called black men out of 
line by name, sometimes one, sometimes more. They shot some, slit the 
throats of others, and hanged a few. The total number killed in the fighting 
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and executed afterwards was somewhere between 70 and 165. It was hard to 
get an accurate count. Men were killed beyond the town; others ended up 
in anonymous graves. Militia reinforcements from New Orleans arrived too 
late to rescue the defenders, but they provided graphic accounts of the evi- 
dence of the executions. Among the dead was Alexander ‘Tillman, a black 
framer of the 1868 Louisiana constitution.” 

The Colfax Massacre became a rallying point for both sides. President 
Grant declared parts of Louisiana to be in a state of insurrection and im- 
posed martial law. More elements of the Seventh Cavalry were sent to the 
South, but not in sufficient numbers to overawe the nightriders. The fed- 
eral government, using the Enforcement Acts of 1870 and 1871, which had 
proved effective against the Klan, put nine of the perpetrators of the 
Colfax massacre on trial, but only three were convicted, and not for 
murder but the lesser charge of conspiracy.” 

The collapse of the Republican economic program after the Panic of 
1873 and the renewal of violence set the stage for the 1874 election in the 
South. In much of the upper South the Republicans hemorrhaged white 
voters, and this was enough for Democrats to carry the election. Elsewhere 
violence proved necessary. White supremacists organized White Leagues 
across the Louisiana. In Grant Parish the new newspaper was called the 
Caucasian. Whites murdered blacks and threatened and intimidated 
Republican officials, who resigned in many parishes. Henry Adams re- 
ported that the “Democrats would say to us that ‘you all is trying to follow 
these carpet-baggers, scalawags, and negro leaders, and just as long as 
you to follow them we are going just to kill you as we did them, They 
told us to our teeth. They told me so many a time.” There were new 
confrontations on the Red River, and in New Orleans eight thousand 
armed men invaded the city in September 1874 to overthrow the 
Republican government headed by Gov. William Pitt Kellogg. At the 
Battle of Canal Street they overwhelmed the police; seized the city hall, 
statehouse, and arsenal; and forced Kellogg to retreat to the Custom 
House. This armed rebellion shocked Grant into action. Kellogg was 
saved by the arrival of six regiments of federal troops in the city. The 
Republicans were in charge of counting the vote, and their returning 
board threw out the returns from the violent parishes. With the troops in 
place, violence temporarily abated.” 
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The result was another disputed election in Louisiana. When the 
Democrats forcibly seized control of the state assembly, federal troops es- 
corted five Democrats who had claimed contested seats out of the cham- 
ber. Grant, after warning Southerners not to test him, dispatched Philip 
Sheridan to investigate the violence, and Sheridan made himself as popu- 
lar among white Louisianans as he had been among white Texans. He 
denounced the White Leagues as banditti and claimed twenty-five hun- 
dred political murders since the end of the war. Sheridan wanted habeas 
corpus suspended and nightriders tried before military tribunals. The 
black ex-soldier Henry Adams became a spy and a scout for the Seventh 
Cavalry in 1875. It was, he said, “a very dangerous business.” Grant would 
not go as far as Sheridan, but he justified federal intervention in Louisiana. 
Some liberals in the North, including Godkin and the Nation, denounced 
Sheridan and defended the White Leagues. A meeting at Faneuil Hall in 
Boston compared the White League favorably to the founding fathers 
and shouted down Wendell Phillips’s defense of Grant’s actions. A 
Congressional delegation eventually negotiated the so-called Wheeler 
Settlement, which left Kellogg as governor but gave the Democrats the 
lower chamber of the legislature. Similar violence elsewhere led Julian 
Burrows of Michigan to complain in the House that Southern conserva- 
tives had “sheathed the bloody sword of open revolt only to draw the 
bloodier dagger of the assassin.” An Alabama scalawag said the question 
had come to this: “Is this a ‘government of the people, for the people, and 
by the people’, or is it a government of a country which proposes to con- 
trol all votes of the people by intimidation and violence?”* 

After the 1874 elections, the Republicans held on only in Mississippi 
and South Carolina, and more precariously in Louisiana and Florida. 
Grant wanted an end to federal intervention, which he saw as imposing 
an unacceptable political cost on the Republicans. Referring to the prob- 
lems in Louisiana, Grant told Republican leaders that “this nursing of 
monstrosities has nearly exhausted the life of the party.”*! 

In regard to Reconstruction, the Republicans still had two advantages. 
Their appointees controlled the federal bench, and until the new Congress 
took office in 1875, they retained control over the House, Senate, and 
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presidency. The courts, however, proved a weak reed. They not only did 
not prevent the dismantling of Reconstruction; they expedited it. 

The Supreme Court decided its first Fourteenth Amendment case in 
the Slaughterhouse decision of 1873, handing down its decision the day 
after the Colfax Massacre. The case did not directly involve either black 
people or civil rights legislation, but it was critical to the larger issues of 
federalism and the federal government's authority to protect rights threat- 
ened by state actions. At issue was environmental and public health regu- 
lation based on the police powers of municipalities. In order to control 
pollution, the Louisiana legislature had created a corporation to run a 
central slaughterhouse for New Orleans; it required all of the city’s butch- 
ers to use it. The butchers sued. They accused the city of creating a mo- 
nopoly that deprived them of their right, protected under the Fourteenth 
Amendment, to pursue their profession.*” 

A dispute over monopoly and how to dispose of offal became central to 
the ability of the federal government to protect the rights of freedpeople 
because it resurrected in the courts the old dispute in Congress over the 
intention of the amendment. Did the Fourteenth Amendment guarantee 
only an equality of rights, which the states could curb and curtail as long 
they did so equally and reasonably? Or did it guarantee certain absolute 
rights that the federal government, the states, or other citizens could not 
abridge?*? 

Arguing the case for the butchers was John A. Campbell. Racist, able, 
bitterly opposed to the Reconstruction government of Louisiana, and an 
ex-associate justice of the U.S. Supreme Court who had concurred in the 
Dred Scott decision, he equated the butchers with slaves in that they had 
been deprived of the contract freedom that the Fourteenth Amendment 
was meant to protect. The amendment, he argued, guaranteed “that as 
man has a right to labor for himself, and not at the will, or under the con- 
straint of another, [so] he should have the profits of his own industry.” 
This protection applied to “persons of every class and category.”** 

The initial ruling by Justice Joseph Bradley, who was riding circuit, as 
U.S. Supreme Court justices still did following the Civil War, agreed with 
Campbell and spoke of the “sacred right of labor.” ‘This admittedly had to be 
subject to some restrictions, but Bradley denounced the quite legitimate 
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public health concerns of New Orleans as a mere “pretense...too bald 
for a moment’s consideration” to create “a monopoly of a very odious 
character.” As with so many aspects of the case, Bradley’s decision was a 
double-edged sword. On the one hand, it overturned a law passed by a 
legislature with strong black representation and limited longstanding police 
powers of the states and municipalities. On the other hand, it upheld a 
broad interpretation of the Fourteenth Amendment. ‘The amendment 
guaranteed absolute rights of citizens, which held throughout the nation 
and which no state government could abridge. It gave citizens the right to 
use federal courts to get injunctive relief against state and local laws. 

The U.S. Supreme Court reversed Bradley in 1873. The majority five- 
to-four opinion in the Slaughterhouse cases delivered by Justice Samuel F. 
Miller began by concentrating on the matter at hand. Miller recognized 
the health problem posed by the slaughter of animals in New Orleans and 
upheld the right of the city to regulate it as a legitimate exercise of the 
police power. He could have stopped there, but since he knew that the 
minority opinions would address Fourteenth Amendment issues, he did 
too. He stated the obvious: the freeing of the slaves and the protection 
of their rights had motivated the Thirteenth, Fourteenth, and Fifteenth 
Amendments to the Constitution. This did not mean, however, that the 
guarantees in the amendments applied only to black men. They applied 
to all citizens.*° 

Miller then went further and drew a distinction between citizens of the 
United States and citizens of the states. He regarded Americans as having, 
in effect, two bundles of rights: one as citizens of a state and the other as 
American citizens. The protections of the amendments to the federal 
Constitution and federal civil rights laws applied only to state actions 
against the “privileges and immunities” belonging to citizens of the 
United States. Citizens had to rely on the states to protect their other 
rights. Miller did not enumerate what “privileges and immunities” be- 
longed to citizens of the United States; he said nothing about the protec- 
tions the amendments gave the ex-slaves. He simply ruled that the rights 
claimed by the butchers to pursue their profession without regulation 
were not among those protected by the Fourteenth Amendment and, in 
an aside, stated that since the Louisiana law involved no discrimination 
against black people, the equal protection clause did not apply. He argued 
that it was not the intent of Congress to have the federal government 
protect all the rights of citizens and to be the arbiter of all state restrictions 
on the freedom of their citizens. By his narrow interpretation of the 
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amendment, including the equal protection clause, he left a large open- 
ing for the erosion of the protection of the freedpeople.*’ 

Miller’s decision was ultimately conservative. Except for the unspeci- 
fied protections extended to black people, the Supreme Court thought 
that the Civil War had not significantly changed the fundamental nature 
of the Union. It sought to try to make the legal relationship between states 
and the federal government closer to what it had been before the war.** 

Among the numerous ironies of the case was that Stephen Field, a 
Democrat, a Lincoln appointee to the Supreme Court, and a conserva- 
tive, wrote a dissent that was a strong defense of federal power. Field op- 
posed Reconstruction and cared little for the political rights of black men. 
He was, however, concerned with the rising antimonopoly movement 
and the beginning of calls for increased state regulation of the economy. 
He desired, as his later decisions showed, to buttress federal power in 
order to curb regulation by the states. Field argued that in creating a 
single slaughterhouse for New Orleans, the legislature had exceeded its 
police powers and created a monopoly that deprived the butchers of their 
rights. More critically, he rejected Miller’s distinction between rights as a 
citizen of a state and of the United States. Instead he argued that it pro- 
tected “the natural and inalienable rights that belonged to all citizens.” 
Laws had to be “just, equal, and impartial.” The states, he argued, could 
regulate federally protected rights, but those regulations had to be reason- 
able and equal.®” 

The Supreme Court eventually addressed the Colfax Massacre in U.S. y. 
Cruikshank et al. (1875). The federal government had used the Enforcement 
Acts to prosecute William Cruikshank and the other defendants who had 
killed the black militiamen at Colfax. ‘The Enforcement Acts depended on 
the Fifteenth Amendment prohibition of denying or abridging the right to 
vote “by the United States or by any state on account of race, color, or pre- 
vious condition of servitude.” The government also accused the defendants 
of violating the First Amendment right of black people to assemble and 
their Second Amendment right to bear arms. 

The court settled the question of three convictions under the Enforcement 
Acts by ruling that the prosecutors had not supplied enough evidence to 
prove that the killings were an attempt to suppress African American po- 
litical rights protected under the Fifteenth Amendment. The government 
had presented a sloppy case, and a unanimous Court dismissed the in- 
dictment as insufficient for drawing up criminal charges under the 
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Enforcement Acts. It left open the possibility that a more careful indict- 
ment could have done so.” 

The Supreme Court, however, went further, ruling on the meaning of 
the First and Second Amendments, and by implication the entire Bill of 
Rights, and the Fourteenth Amendment. The Fourteenth Amendment 
specified that “No state shall make or enforce any law which shall abridge 
the privileges or immunities of citizens of the United States; nor shall any 
state deprive any person of life, liberty, or property, without due process of 
law; nor deny to any person within its jurisdiction the equal protection of 
the laws,” but the court decided that this seemingly clear language gave no 
new protections to the right of assembly or the right to bear arms. The Bill 
of Rights, the justices declared, did not actually bestow the right of assem- 
bly, the right to bear arms, or other rights. The amendments only declared 
that Congress could not abridge them. The rights to assemble and bear 
arms were not among the “privileges and immunities” of citizens. Citizens 
had protection only from congressional interference; any further protec- 
tion depended on the states. The ruling vitiated the Fourteenth and 
Fifteenth Amendments insofar as they applied to political rights.”! 

Cruickshank was part of a parade of disastrous decisions that ruled the 
Reconstruction amendments did not protect freedmen from actions of 
one citizen against another or from actions by the states. The right to vote 
came from the states, and voters had to turn to states for protection. On 
the same day in 1875, the Supreme Court ruled in U.S. y. Reese that at- 
tempts by county officials in Kentucky to prevent blacks from voting could 
not be prosecuted under the Enforcement Acts. It ruled unconstitutional 
sections 3 and 4 of the Enforcement Act of 1870. Those sections provided 
for the federal prosecution of officials who stopped eligible voters from 
exercising the franchise and of citizens who obstructed or intimidated 
voters, but the court ruled that since these sections, unlike prior sections, 
did not specifically mention race but only referred to the earlier sections, 
they were too broad and fell outside the Fifteenth Amendment. Federal 
protection for the freedpeople was crumbling.” 

In 1875, led by Benjamin Butler in the House, the Republicans used 
their large majority in the lame duck session of the outgoing Forty-third 
Congress to pass a final civil rights bill. After Charles Sumner’s death in 
March 1874, Republicans had reintroduced a bill that he had originally 
sponsored that moved beyond political equality toward a fuller social 
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equality by prohibiting racial discrimination in public accommodations. 
Opponents attacked it as a dangerous expansion of federal power that 
threatened the progress made in the South and would only feed the cor- 
ruption of Southern governments. Newspapers publicized the bitter de- 
bates in Congress and created caricatures of lazy and dependent freed- 
men. A weakened version of the bill, stripped of its prohibition of 
segregation in schools, passed in the closing days of the session.” 

Congress, however, failed to pass a more robust Enforcement Act. ‘The 
Ku Klux Klan Act had expired in 1872, and this left the president without 
authority to suspend habeas corpus or declare martial law to repress anti- 
black violence. Republican congressional leadership feared the political 
costs were too high. The Civil Rights Act banned discrimination by hotels, 
theaters, and railroads, but it left enforcement up to individual litigation by 
black plaintiffs in the federal courts. ‘The law was practically a dead letter 
even before the U.S. Supreme Court ruled it unconstitutional in 1883.” 

In many ways the Civil Rights Act of 1875 was the last hurrah of 
Republican Radicals. Individual Radicals would remain active; there 
would be occasional attempts to enact “force bills” to implement the civil 
rights legislation of Reconstruction and secure freedmen their rights, but 
the splintering of the old Radicals into liberal Republicans, Stalwarts, and 
antimonopolists signaled that other issues had taken precedence and that 
new alliances were emerging. 

The revolutionary optimism of 1865 had vanished. Politics looked dif- 
ferent, but the loss of Stalwart Republican hegemony did not mean the 
ascent of liberal reformers. Liberals learned their lesson in 1872: they were 
not competitive in national elections. Their surprising influence over 
Grant and their successful defense of hard money in 1874 only underlined 
their electoral weakness when voters repudiated the Republicans in that 
year’s election. ‘They would concentrate on working within the two major 
parties and, increasingly, seek influence through the courts. 

Antimonopolism was a rising force, but reform proved neither easy nor 
pretty. For the rest of the century, antimonopolists put railroads on the 
defensive. Western railroads fought to retain what they had already se- 
cured. Later investigations showed that forty of the more than seventy 
railroads that received land grants had failed to complete their lines in the 
time required by their grants. Yet failure to build the required railroads did 
not mean they had to return the land. The Supreme Court ruled in 
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Schulenberg y. Harriman in 1874 that the land belonged to the corpora- 
tions until Congress passed specific acts forfeiting the grants. The rail- 
roads fought a congressional war of delay and attrition to protect their 
grants and privileges. A railroad wanted to protect its own land grants, but 
it was usually not averse to having its competitors’ grants taken away. In 
many congressional battles, reformers received aid from the lobbyists of 
the rivals of the railroad under attack. By 1887 Congress had reclaimed a 
total of 21,323,600 acres. Not until 1890 would Congress pass a general 
forfeiture act, which restored all unearned grants to the United States, but 
even then there were enough loopholes that tens of millions of acres of 
lands that might have been recovered remained in railroad hands.” 

The antimonopolists had more success in deploying government at the 
local and state levels. There was a long common law tradition, which the 
Slaughterhouse decision acknowledged, that allowed government to exercise 
its police power in pursuit of Salus populi, the people’s welfare. In Thorpe v. 
Rutland and Burlington Railroad (1855) the court had held that the rights 
given corporations by their charters were not absolute, but rather subject to 
new regulations “with a view to the public protection, health, and safety.” 
Government could stipulate the quality of equipment, the levels of staffing, 
the number and timing of trains, the training of workers, and more. All were 
necessary for a “well-regulated society.” Railroads complained, but in 1874 
Chief Justice Edward Ryan of the Wisconsin Supreme Court countered that 
railroad complaints about state regulation amounted to tantrums from the 
“spoiled children of legislation” who, “after some quarter of a century of leg- 
islative favors lavishly showered upon them, unwisely mutiny against the first 
serious legislative restraints they have met.” 

Grant, his party decimated, held on. With his administration weakened 
by turmoil in the South, his veto of the inflation bill, corruption, and the 
ongoing depression, the president still hoped for an unprecedented third 
term. Many suspected that his desire to avoid further intervention in the 
South was a bid for Southern white support. ‘The saddest thing about his 
desire for a third term was that a man who had admitted he was unprepared 
for the presidency feared leaving it because he was equally unprepared for 
anything else.”” 
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